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To:  Supervisor Gloria Molina, Chair 
  Supervisor Yvonne B. Burke 
  Supervisor Zev Yaroslavsky 
  Supervisor Don Knabe 
  Supervisor Michael D. Antonovich 
 
From:  J. Tyler McCauley 
  Auditor-Controller 
 
Subject:   DCSS AREA AGENCY ON AGING PROGRAM AUDIT LIABILITIES 
 
The following is a report on audit liabilities in the Department of Community and Senior 
Services (DCSS) Area Agency on Aging (AAA) program, which were brought to my 
attention by various Board offices and reviewed by my staff.   
 
Background 
 
On June 7, 2001, the California Department on Aging (CDA) conducted an exit 
conference with the DCSS AAA Program Director and other DCSS staff to discuss their 
review and audit of AAA programs.   These audits were part of the regular ongoing 
process to ensure grant funds are spent in accordance with established rules and 
regulations.  Numerous deficiencies were noted, including $10,139,582 in questioned 
program costs for Fiscal Years 1997-98 and 1998-99, which were comprised of 
unearned funds advanced for AAA sub recipients.  
 
The CDA had questioned these costs because it appeared that grant funds were not 
passed through to various agencies or the amount DCSS reported to the State as paid 
to the agencies did not match the amount the agencies reported as having been paid.  
Additionally, some agencies did not provide the CDA with independent audits of their 
programs as required, or there were discrepancies between the expenditure amounts 
the agencies reported in their independent audit reports and the amounts reported 
directly to CDA through closeout reports.   
 
Following the June 7, 2001 exit conference, it does not appear that DCSS staff made 
any significant attempt to correct the deficiencies or conduct their own audits to reduce 
the CDA questioned program costs. DCSS did not formally respond and, therefore, on 
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March 28, 2002, the CDA sent a signed Notice of Audit Determination stating the entire 
amount of questioned costs would be applied against future grants, and that they were 
questioning the entire amount of grant funds for Fiscal Years 1999-2000 through 2001-
2002, of approximately $47,195,715, and possibly the approximately $16,000,000 in 
grant funds for Fiscal Year 2002-2003.  DCSS again failed to take any substantive 
corrective action, or notify your Board, the CAO, or the Auditor-Controller. 
 
CDA also conducted an on-site review of AAA programs and had an exit conference 
with various level DCSS staff on January 16, 2003.  Because DCSS had generally been 
non responsive to many of the previous communications and audit findings, CDA 
management decided to send a copy of the December 12, 2003 formal notification letter 
to the Chairman of the Board of Supervisors. That resulted in a January 20, 2004 Board 
order that DCSS prepare a corrective action plan in response to the CDA and submit a 
status report to the Board in 30 days.   Concurrent with that Board order was a request 
by several Board offices for the Auditor-Controller to review DCSS operations.          
 
Corrective Action 
 
Pursuant to the Board order, DCSS developed a corrective action plan to resolve long 
standing AAA program issues with the CDA.  Auditor-Controller staff have been working 
with the CDA Audit Branch staff to correct past billing practices and have been working 
with the sub-contracting agencies to reconcile questioned costs. They are also pursuing 
with CDA, DCSS and County Counsel staff developing new policies and procedures to 
ensure past deficiencies do not recur.  Auditor-Controller staff are also providing 
technical assistance to DCSS to restore the integrity of the accounting and billing 
systems.  
 
As a result of these efforts, the State has formally acknowledged that the questioned 
costs for Fiscal Years 1997-98 and 1998-99 have been reduced from $10,139,582 to 
$80,041.  Please refer to attachments I and II. In addition, although the State has not 
yet audited Fiscal Years 1999-00 through 2002-03, we believe the potential liability has 
been reduced from $63,195,715 to $665,089. The CDA has scheduled an audit of these 
years to commence in May 2005. It should be noted the above amounts are for sub 
recipient costs, and there will probably be more liabilities for DCSS direct and 
administrative costs. 
 
Please let me know if you have any questions or your staff may contact Jack Skadsem 
directly at (626) 293-1111.   
 
JTM:PTM:JMS 
Attachments 
 
David E. Janssen, Chief Administrative Officer 
Cynthia N. Banks, Chief Deputy, DCSS 
Raymond G. Fortner, County Counsel 
Audit Committee 




























